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EDITORIAL
Effect of Bank 
Closings
One of the most pernicious effects of the 
recent epidemic of bank failures and 
bank closings is the destruction of con­
fidence in the minds of the uninformed public. This may be 
illustrated best, perhaps, by concrete example. In one case, a 
woman, receiving a comparatively small salary as a school teacher, 
invested in the stock of three or four small provincial banks. 
She was led to make the investments from time to time by the 
specious promises of salesmen. Every one of the banks in which 
she held stock closed its doors and the savings of a life time, while 
perhaps not absolutely lost, are probably reduced to such a point 
as to be inconsiderable. Indeed when the double liability is 
applied it may result in inroads into this woman’s future income. 
Now, the effect upon her mind and upon those with whom she 
will be associated is a natural doubt of the validity of the whole 
banking business. She will say to herself that had she invested 
in any other kind of business she might have lost part of her 
money during the depression but she would not have lost it all 
and she would still have a chance for recovery when business 
resumed its upward swing. Furthermore she will, perhaps un­
consciously, impart her doubts to the children with whom she 
comes in contact. The influence of a school teacher is incalcula­
bly extensive. Thus the unwise investment in unsound banks 
will almost surely lead to an unmerited lack of faith in all banks. 
Another illustration, which is fairly common, is that of the sav-
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ings of school children which in many communities are placed in 
special accounts in local banks. The purpose of this plan is to 
teach principles of thrift and the elements of business management 
to the young people. They are encouraged to save their money 
and to open bank accounts upon which in some cases they are 
allowed to draw cheques. Now, when the banks in which these 
savings are deposited close their doors either temporarily or 
permanently the children’s savings are not available and probably 
will never be repaid in full. The effect of this is to discourage 
thrift, to instil a sentiment of doubt and in many cases to convey a 
similar uncertainty to the minds of the parents, many of whom 
may not have been personally affected by the closure of banks.
It is altogether deplorable that cases of 
this kind must arise. It will be many
a long day before the effect of them shall have passed away. As a 
nation we are given to saving, although we are accounted a spend­
thrift people. The absolutely unparalleled volume of savings- 
bank deposits is indisputable proof of the saving habits of the 
people. No other country in the world has ever had such hoards 
put aside by the people generally. During the terrified period 
at the end of last year a great deal of money was put in savings ac­
counts which might well have been diverted to business enterprise, 
but the people had faith in their savings banks and no faith at all 
in anything else. Thus we witnessed the most extraordinary 
anomaly—a country supposed to be wallowing in the slough of 
despond and having throughout the land savings banks gorged 
with money. Fortunately the number of failures of savings 
banks was very small. The damage that was done to public 
confidence arose from the failures of small discount banks some 
of which had savings departments that, of course, were closed 
with the other departments of the banks. It is all well enough 
to believe that under the supervision of the federal reserve board 
and the various state bank commissions our banks are thoroughly 
guarded. What has happened during the past few months is 
dramatically indicative of the fallacy of that theory. Many of 
the banks failed because they were managed and directed by 
utterly incompetent people, others because there was actual 
crookedness and a few others because of combinations of circum­
stances over which they had comparatively little control. But it 
seems a pity that there is no way by which to prevent the opera- 
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tions of inefficient, or worse, bankers. It might be a good plan 
to have an examination conducted by federal and state authori­
ties to test the business knowledge of bank officers and, even more 
important, of bank directors.
The custom throughout the country is 
to elect men to directorates of banks, 
not because they know anything about 
banking but because their names are supposed to indicate sta­
bility and prestige. Some men accept these positions as a 
kind of honor and then do nothing about their duties. It is the 
old story of the directors who do not direct. But it all 
makes, as we have said, for fear and doubt and uncertainty and 
the whole business structure of the country is overturned because 
of the inefficiency, the bad judgment, the gross incompetence of 
men who presume to call themselves bankers. The bankers 
worthy of their honored calling deserve the sympathy of the whole 
community. Every weak bank is an element which tends to 
undermine the strong bank near it. Every negligent banker 
strikes a blow at his careful, honest competitor — if there be 
competition among banks and bankers. It seems that something 
should result from the experience of recent months. There should 
come some strong law or regulation effective nationally and within 
each state to prevent forever wild and unprepared adventures 
in banking. The public will always be gullible and there will be 
unscrupulous salesmen who will sell the stock of banks or any 
other business enterprise. It seems therefore that the easiest way 
to prevent the offering of valueless bank stocks is to regulate the 
banking business far more effectively than it has ever been regu­
lated in the past and to set some sort of restrictive legislation at 
work to keep out of the banking profession men who have no right 
by training or character to participate.
Then again it is, of course, idle to hope 
for discretion and perspicacity on the 
part of investors. The people who can 
least afford to lose are almost invariably the first to lose. It 
seems as if there might be some institution set up within each 
district or county of every state which could render advice gratis 
to all who would seek it. The cost of operating such an agency
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would be recovered a thousand-fold by the money saved to poten­
tial investors. If such an institution had been in existence, the 
school teacher, whom we have imagined, would have been spared 
the loss of her savings. The authorities of the schools would 
have found a safer depository for the children’s savings. The 
faith of the community would have been maintained. Some years 
ago blue-sky laws, as they were called, were passed in many states 
to prevent the flotation of worthless stocks and bonds. They did 
not accomplish the result for which they were enacted but they 
helped to restrain unsound incorporation. This country has been 
overburdened with legislation and it seems absurd to think that 
we must have still more laws, but when one considers the events 
of recent months, remembers the millions upon millions which 
have been wasted, recalls the fatal trustfulness of investors and 
then looks to the future, it must be confessed that there is 
abundant justification for thinking about more regulation or more 
law. Banking affects every one of us directly or indirectly, and 
yet we do nothing about it. Almost anyone who wants to start 
a new bank can do so by complying with certain formalities which 
are not onerous, and then the door is opened and people are invited 
to come in and pay their money without any assurance whatever 
that they will ever get it again. Before the depression the very word 
bank had become a lure to those who had a little money. They 
entrusted their resources to almost anything that called itself a bank. 
Perhaps some of them have learned a lesson now and the badly con­
ducted institution will have a harder time, if it still survives, to at­
tract the funds of the people, but it is far too much to hope that out 
of the disaster will come complete reformation. It is extravagant 
to hope for anything like total righteousness and strength, but it 
is salutary now and then to think about these things and for each 
one to determine in his own mind to assist in the restoration of 
confidence where confidence may be placed without fear. The 
country could get along very well with a much smaller number of 
banking houses. If all those that have closed should fail to reopen 
there would still be enough banks left in most places to take care 
of the business. That is one effect of the crisis which may be 
expected. We shall not probably have a bank on every corner, 
for the next few years, at any rate. Now if we can have a differ­
ent spirit animating bank directors and their employees it 






One of the unanswered problems of the 
accounting profession is this: What is 
the motive which induces newspapers 
to refrain from mentioning the names of auditors of corporations 
whose reports are published? Everybody knows that the press, 
as a rule, is quite ready to publish the name of every lawyer even 
remotely concerned with any case which is attracting attention, 
but for a reason which we would hesitate to believe could prevail 
generally, it is said that newspapers will not publish accountants’ 
names in the papers. To quote the opinion expressed by a 
representative of one of the large New York papers, the rule is not 
to publish the accountant’s name unless the accountant adver­
tises. But the press of the United States can not have sunk so 
low. If a thing is news it is news, and incidentally if a name of an 
accountant appears and thereby seems to give him a certain 
amount of advertisement, that is no more than is given to the 
lawyer or engineer who is concerned with the creation of news. 
Now, however, it may be interesting to review correspondence 
which has recently taken place between the financial editor of the 
Public Ledger of Philadelphia and the secretary of the American 
Institute of Accountants. A little while ago the secretary of the 
Institute sent a letter on the subject of publicity to important 
newspapers in various parts of the country. The following 
paragraphs are taken from that letter:
“Financial reports of corporations have received extraordinary attention in 
the past two years. Since there has been a diminishing probability of dividends 
and an increasing possibility of receivership in many cases, investors have been 
scrutinizing balance-sheets and profit-and-loss statements with a zeal almost 
unknown in the easy-money era.
“In harmony with this new interest, financial writers in newspapers have 
given noticeably increased attention to the financial reports of corporations in 
which the public is a shareholder.
*****
“The accounts of 66 per cent of the corporations whose securities are listed 
on the New York stock exchange are audited by independent public accountants. 
Undoubtedly an impressive proportion of other corporations is likewise sub­
jected to independent audit.
“The certificate of a reputable accountant is an assurance of the trustworthi­
ness of the statement on which his name appears. It must be by a curious in­
advertence, therefore, that in discussing annual reports of specific corporations 
financial writers almost always fail to mention the name of the accountant who 
certified the statements under consideration.
“The accountant’s name would add much meaning to figures cited in news 
articles. Accounting is not an exact science, although there may be a popular 
misapprehension to the contrary. A good deal of sound judgment and technical 
skill is required to state the financial affairs of a large organization, with in­
volved and varied interests, in such a way that none will be misled.
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"The reputation and professional standing of the accountant who certifies 
a balance-sheet and operating statement, therefore, is of considerable interest 
to the investor, as one is interested in the professional qualifications of his 
physician or attorney.
"Those who depend upon your columns for information about corporate 
reports are entitled to know the names of the accountants who certify state­
ments to which you refer. If it be found, for example, that such an accountant 
has conformed to the professional prerequisites of the American Institute of 
Accountants and has received the certified public accountant certificate of his 
state, it will be significant.”
The Attitude of 
One Journal
Among the replies received was one 
from the financial editor of the Ledger. 
(We are specific in spite of the advertis­
ing which accrues. It seems to us to constitute news of interest 
to the profession.) He said,
“ I do not think that the inclusion of the name of the accountant who audited 
the report of a corporation would be of any particular interest to the readers 
of the paper. Neither do I think that it would add meaning to the figures cited 
in the report of a representative financial institution. Inclusion of the name 
is of interest at times when a financial report is certified to a bankholders (sic) 
committee or to a receiver, or to a court. In those cases it is usually our practice 
to include the name.
“I can understand that the use of the accountant’s name probably would be 
helpful to the accountant in expanding his business or his prestige, but that 
should come under the heading of advertising.”
On March 9th the secretary of the Institute replied as follows:
“ I have read your letter of March 4th with a good deal of interest. It seems 
to me that there are several important indications that the name of the ac­
countant who certifies the financial statement of a corporation is of great in­
terest to the investing public. For example, the New York stock exchange in a 
letter to presidents of listed corporations, dated January 12, 1932, asked that 
the text of public accountants’ certificates be included in annual reports for the 
information of shareholders and the investing public. For several years 
Moody’s Manuals in their descriptions of corporations have included the names 
of independent auditors in cases in which they are available. As you know, 
it is the custom of issuing houses to include the names of auditors in descriptions 
of financial condition which serve as advertisements of new security issues.
“ If the readers of the Public Ledger depend upon your pages for information 
about the financial condition of corporations in which they are interested, they 
would undoubtedly be glad to know the names of the accountants who audited 
the figures which you publish. ”
And on March 11th the financial editor of the Ledger replied again,
“I have read your note of the 9th with interest but I am still of the same 
opinion, which is that the reader of the paper is not particularly interested in 
the name of the accountant who certified the report of a corporation. As a 
matter of fact, in many instances, we do not know what accountant certified 
the report.
“It seems to me that the effort to put this burden on the newspapers has 
behind it a desire to obtain free advertising. It is one of the very first duties 
of the men who pass on copy to keep free advertising out of the news columns.”
The last letter of the series is one by the secretary of the In­
stitute. It reads as follows:
“Of course it would be of benefit to accountants if their names were 
mentioned in conjunction with reports of the financial statements of their
406
Editorial
clients. This benefit, however, would be incidental to the purpose of such 
mention.
“ I fully appreciate the duty of an editor to his advertising department, but 
I am quite sure that you would not argue that any item of news which might be 
of value to the public should be omitted from a newspaper for fear that some­
one might benefit by the publicity.
“The only point at issue in our discussion, therefore, is whether or not an 
accountant’s name as auditor of a corporation whose financial condition is re­
ported in a newspaper is of significance to the public.
“You must have good grounds for your strong opinion in the negative. 
However, the earnest efforts of banks, credit men, stock exchanges, commercial­
paper brokers, investment bankers and other financial agencies to learn about 
the qualifications of public accountants who have audited financial statements 
upon which those agencies must rely leads me to only one possible conclusion: 
that the investor who likewise must rely on those financial statements would be 
equally interested to know the identity of the professional accountant who 
accepts responsibility for the trustworthiness of the figures.
“No one will sympathize with this view, probably, unless he understands 
that financial statements are not wholly matters of fact, but reflect to a large 
extent the opinion and judgment of those who prepared them.
“There is, of course, no way to prove what the public might desire except 
by asking the public itself, and that must be done through the columns of a 
newspaper. I think the results would be interesting if you were to publish 
some comment which would invite expressions of opinion from readers on the 
point which we have been discussing.”
No Advertisement, 
No News
Now, it seems almost superfluous to add 
anything to the arguments in the 
correspondence printed above. The 
Public Ledger is an important newspaper and generally well edited. 
Its influence in the city of its origin is considerable. It is read, 
we are told, by financial men, business men and the investing 
public. Yet we find the financial editor of that paper stating in 
black and white that there is no particular news value in the 
identity of the accountant whose name is attached to a balance- 
sheet. We can not imagine how so incorrect an opinion can be 
held by one who occupies a position which should bring him in 
touch with financial conditions. Bankers feel a very vital interest 
in the identity of an accountant in any question of credit, flotation 
of securities or similar adventure. Indeed, many bankers go so 
far as to think too much of the identity of the accountant and to 
regard the name as more important than the certificate. In past 
years we have drawn attention to cases in which bankers have 
openly stated that they did not read a certificate if they knew 
the name of the accountant. In other words an accountant might 
damn the conditions of a corporation and the banker would not 
notice the damnation if he knew the name of the accountant. 
Yet an editor of the Philadelphia Public Ledger informs us that 
there is no interest in the identity of the accountant. For 
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purpose of illustration let us assume that some great corporation 
proposes to float an issue of securities amounting to many mil­
lions of dollars. The whole value of these securities is prob­
lematical and the public is compelled to rely upon a certificate of 
some independent authority. That, of course, means that an 
accountant or an accounting firm will be called in to make an 
analysis, present a report and inform the public exactly what the 
conditions are. Would the Public Ledger agree with us that the 
identity of the accountant in such a case might have some little 
importance? There are, unfortunately, accountants less worthy 
than other accountants. If we follow consistently the theory 
enunciated in this correspondence a certificate by the most com­
petent firm in the world would have no more influence or interest 
than a certificate by an unknown and possibly unscrupulous 
person. The whole thing is so preposterous that it seems rather 
unnecessary to argue about it. There is no possibility of a dif­
ference of opinion among fair minded men. We publish the 
correspondence because many members of the Institute and 
other accountants often wonder why the newspapers seem to 
boycott accountancy. We have it now on the authority of some 
one who should be able to speak with knowledge that it is the 
horrid fear of granting a little free advertising which is back of 
the profound silence. The truth is that accountants are forbidden 
by their own conscience and their codes of ethics to advertise, 
and the newspapers feel hurt about it. Well, lawyers have been 
forbidden to advertise from the beginning and physicians and 
surgeons and a host of other professional men are not permitted 
to advertise. It is all very sad, no doubt, but in spite of that 
sadness there is an element of humor in it which is delightful.
Speaking of 
Advertising
It is the custom of The Journal of 
Accountancy to publish from time to 
time outstanding examples of accom­
plishment in the broad field of accounting. Some times an 
advertisement is reproduced. At other times a circular letter 
of some sort seems to merit consideration. Such a thing is now 
before us. It reads as follows:
“Students. Earn your tuition fees and more by soliciting accounts for a 
reputable Public Accounting firm operating in New York, New Jersey and 
surrounding territory.
“See your dad, relatives and friends. If they are in business, they must 
employ the services of an accountant. Hence, you should get the preference.
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“We do all the bookkeeping for one fourth the pay of the average girl, and 
do it to perfection.
“We arrange the fee with your prospect.
“No account too large—None too small.
“ Your personality and influence will get the prospect. We do the rest, and 
the commission is yours.
“Your commission for each account recommended is equivalent to the 
amount we receive for one month’s fee.
“For example: An account paying $10.00 per month—Your commission 
$10.00, an account paying $25.00 per month—Your commission $25.00, an 
account paying $30.00 per month—Your commission $30.00, an account paying 
$50.00 per month—Your commission $50.00, etc.
“For further particulars, write for an appointment.”
We present this splendid example of what advertising can do and 
we suggest that each accountant who reads it prepare his own 
comment upon the matter. This letter should give great en­
couragement to those who advocate advertisement of a profes­
sional nature. There may be accountants who will say that this 
thing is altogether bad but that good circular letters might be 
written. Perhaps, but there is really very little difference be­
tween this noble example and the best that we have ever seen. 
They all do or attempt to do the same thing.
From Lack of Abun­
dance the Mouth 
Speaketh
When a great many men are out of 
work and have no prospect of activity 
their minds are almost certain to be­
come slightly distorted. An empty
stomach is a poor aid to perspective vision. Indeed, oculists tell 
us that the optic nerves and the digestive organs are inseparably 
involved. Consequently it is not astonishing to receive letters 
which indicate a lack of that sense of proportion which should 
Characterize an accountant above all other men. Sometimes 
we receive anonymous letters which accuse the profession, the 
Institute, The Journal of Accountancy, its editor and even its 
office boys of all manner of crime, from violation of the prohibition 
laws to blasphemy, high treason and murder. At other times 
the writers of letters have the courage to sign their names. For 
example, the following letter was received the other day. It bore 
what was intended to be a signature, but it was scarcely legible. 
However, the identity of the writer is not important for the pres­
ent purpose. The writer says:
The enclosed circular was sent to a former Journal of Accountancy sub­
scriber. If you want to know why the subscription was not renewed then the 
following lines will be much to your benefit.
It is not a question of spending $4.00. Your magazine simply does not 
represent the true sentiment in the profession of ALL that participate in the 
work.
409
The Journal of Accountancy
The big firms are the ones that organized the Institute and their viewpoint is 
backed. The staff members who far outnumber the bosses are not represented 
at all. The big accounting firms right now are engaged in a shameful abuse 
of the unemployment crisis by requiring their staffs to work twelve hours per 
day without extra compensation.
These men will some day get into private accounting practice and they will 
thus have learned for how “cheap” the firms get their help. They know that 
high and correct fees are unnecessary. This is simply demoralizing to the pro­
fession. An article in your magazine on “What Do You Pay Your Help” 
(or perhaps better in the Institute Bulletin) ought to be written to wipe out 
this deplorable state of affairs. The chances are though that this will not be 
done because you are afraid to come out with such an article. But rest assured 
many men are throwing accountancy to the winds and soon enough you won’t 
have enough subscribers to make your magazine a paying proposition any 
longer. Back issues of the magazine are unsalable and for that reason can be 
examined in the library. There is no basis for supporting you unless you are 




We are, of course, sorry to think that 
one of the former readers of the Journal 
feels that the magazine is not rep­
resentative of the sentiment of the profession, and it is particularly 
distressing to be told that the “viewpoint” of the big firms is 
backed. If we read this letter aright the author of it seems to feel 
that the accounting firms, big and little, should not pay their 
employees less than they actually receive for the services of such 
employees. In other words, if a man on the staff of an accounting 
firm is paid $60.00 a week his services should be charged to the 
client at $10.00 a day; or, to put the matter otherwise, if the 
client is charged $25.00 a day for the services of a staff accountant 
that staff accountant should receive $25.00 a day. This in­
dicates how strangely hunger may affect one’s way of looking at 
things. An accountant should know that there are elements of 
cost other than labor. He might also be expected to make al­
lowances for a slight margin of profit—else how could the large 
firm, or the small either, carry on? It would be easy enough to 
laugh at the complaints of this letter-writer but he probably has 
lost his sense of proportion and one can sympathize with him. 
We are not at all afraid to describe the rates of salaries, but it is 
impossible to give accurate figures, because the conditions in 
different parts of the country vary considerably. Perhaps it is 
quite reasonable to estimate that a competent senior accountant 
in New York or Chicago is paid at the present time $300. a month. 
A junior in the same cities would be paid probably $150. a month. 
In some centers of activity, further removed from the metropoli­
tan areas, the salaries of seniors would probably be $250. a month
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and of juniors $100. to $125. There are, of course, exceptional 
men in all localities who receive higher compensation. The 
figures which we have given are an attempt to indicate an average. 
The letter-writer’s comments upon the unsalability of back issues 
of this magazine are merely an expression of pique. They are 




The complaints which are made about 
the salaries of staff employees are closely 
related to complaints about the dif­
ficulty of C. P. A. examinations. The fact that a great many men 
have failed in examination seems to be confused, in the minds of 
the disappointed applicants, with what they honestly believe to 
be a general effort on the part of accounting firms and practition­
ers to prevent the success of newcomers. Many of these men do 
sincerely believe that C. P. A. boards and even the Institute’s 
board of examiners will not regard favorably an attempt to enter 
the profession lest the ranks become overcrowded. A subscriber 
sends us a letter written by one of the great army of the unem­
ployed. It is the kind of letter that makes one sad. Like the 
letter which was quoted above it indicates a loss of perspective. 
The writer says:
I understand why you have refused to help me obtain a position.
I mean this as an honest discussion of the matter. I have no ill feeling 
toward you and sincerely hope you will have none toward me.
The fact that I might possibly become a C. P. A. and practice in----- is
naturally distasteful to you. I can readily understand and could not possibly 
blame you for your stand in the matter.
I am willing to promise, in writing if necessary, not to encroach on your 
territory.
I have a lot of studying to do before I can possibly think of taking the C. P. A. 
exam. It may be a year or two.
I am badly in need of a position. I hope you will pardon me if my letter 
seems to be too presuming.
I realize that, at present, vacancies are exceedingly scarce but I know you 
could help me with your influence.
Your friendship and efforts to help me land a small bookkeeping position 
would be greatly and forever appreciated by----- .
There Is No Barrier 
to the Competent
This is a pathetic letter, but it should be 
published because it illustrates so viv­
idly the sentiments of people who have
suffered most acutely in this time of shrunken business. It must 
be said, however, that such sentiments are not justified. There 
is no reputable accountant who thinks for a minute that he can 
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keep the frontiers of the profession closed. There must be move­
ment in and out, and every wise man knows that. At this 
moment there is not enough accounting to occupy the full time of all 
practitioners, but in the ordinary course of events there is enough 
for all and to spare. Furthermore, as business men learn the ad­
vantages to be derived from adequate accounting, more and more 
practice will be available. And there must be a steady inflow of 
competent men to take up the burden and to share the profits. 
Those who are out of luck at present can be forgiven for their mis­
understanding, but it is well now and then to remember that the 
complaints which one hears in a time of distress are not always 
fair or true. Every accountant feels a deep sense of sympathy 
with the out-of-work or those who have lost practically every­
thing, but the facts remain and it is a good plan occasionally to 
emphasize them.
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